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 Analysis of sec  271AAD - Penalty for GST Fake Invoices , False Entry and omission in  Books of Accounts under Income Tax.
The Union Budget 2020 Proposed to levy  penalties on taxpayers who manipulate their accounts via false entries and fake invoicing to claim input tax credit fraudulently under goods and services tax (GST).
In order to Crub the Issuace of fake Invoices a  New Penalty Section 271AAD has been proposed to be inserted in the Income Tax Act, to penalise person maintaining books of account in case of a false entry or omission of an entry relevant for computing total income.
New section 271AAD proposed in the Finance Bill 2020 which is in Chapter XXI – Penalties Imposable. This section will be effective from 1st April 2020. 
Sec 271AAD says:
 (1) Without prejudice to any other provisions of this Act, if during any proceeding under this Act, it is found that in the books of account maintained by any person there is—
(i) a false entry; or
(ii) an omission of any entry which is relevant for computation of total income of such person, to evade tax liability, the Assessing Officer may direct that such person shall pay by way of penalty a sum equal to the aggregate amount of such false or omitted entry.
(2) Without prejudice to the provisions of sub-section (1), the Assessing Officer may direct that any other person, who causes the person referred to in sub-section (1) in any manner to make a false entry or omits or causes to omit any entry referred to in that sub-section, shall pay by way of penalty a sum equal to the aggregate amount of such false or omitted entry
Explanation.––For the purposes of this section, “false entry” includes use or intention to use––
(a) forged or falsified documents such as a false invoice or, in general, a false piece of documentary evidence; or
(b) invoice in respect of supply or receipt of goods or services or both issued by the person or any other person without actual supply or receipt of such goods or  or both; or
(c) invoice in respect of supply or receipt of goods or services or both to or from a  who does not exist.
Detail View :
· Now in this section with inclusive explaination they used the the word “Supply ” that is used in GST and  is defined to include all forms of supply of goods and/or services such as sale, transfer, barter, exchange, license, rental, lease or disposal made or agreed to be made for a consideration by a person in the course or furtherance of business. It also includes importation of services for a consideration whether or not in the course or furtherance of business. So the Meaning Of false entry  is not restricted to invoice. False entry is a wide term, which includes sales, purchase, expenses, loans, etc. whether shown in books or not.
 
· It seems that this provision is not only to capture those transactions which are recorded in the books of accounts which are false  but also those transaction which are omitted in  books of accounts.
· Example of fake invoice	
I. If Mr. 'ABC' is issuing fake invoice of outward supply without making the actual supply of goods to ''XYZ'' of Rs. 2,24,000 ( including GST of Rs. 24,000), then penalty of Rs. 2,24,000 would be levied on both ''ABC'' as well as ''XYZ''. 
This example leads to  Penalty  of Rs 2,24,000 under income tax Act and Rs 24,000 under Gst Act .

· If the assessee omitted any entry which is relevant for computation of total income, the penalty u/s 270A (9) will invoke considering it is misreporting u/s 270(9)(e) and penalty u/s 271AAD will invoke. As It starts with "without prejudice to any other provisions of this Act", it means the penalty u/s 270A and 271AAD can be invoked simultaneously for the false entry or penalty u/s 271AAC and 271AAD can be invoked for bogus purchases.

· When GSTR 2A shows your purchase and you  omitted the Entry in Books of account but the Purchase Belongs to you this means that you have Omitted the Purchase and sales in Books of accounts in such situation this section Invoke as computation of total income to evade tax liability.

· The Sub-section (2) of Section 271AAD is about applicability of this section on other person also who causes the assessee to make a false entry or causes to omit any entry. Penalty to the other person is harsh and gives the wide power to the assessing officer .

· The Objective of the Government is to stop fraudulent Input Tax Credit claimed .The Invoices are issued under Gst who do not carry any business or profession .So if the false entry is found under any act either Income tax or Gst  it would attract penalty under both. The Proposed Amendment  is good, but the wordings of the section may lead to many more litigation in future. This would be very difficult for the assessee to prove the genuineness of the invoice. 
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